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THE WHITE HOUSE 

WASHINGTON 

Attached is the agenda, and 
the papers, for the Friday 
Economic Policy Board 
Executive Committee Heeting. 

You will note that considera
tion of the Esch-Kemp bill 
has been moved from Thursday 
to Friday. 
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ECONOMIC POLICY BOARD 
EXECUTIVE COMMITTEE 1·1EETING 

JULY 16,_ 1976 
8:30 a.m. 

ROOSEVELT ROOM 

AGENDA 

Report on Status of Esch-Kemp Bill 

Proposed Mandatory Oil Import Program 
Changes and Alternative Options -

A Strategy for _Determining the Effects 
of Federal Regulatory Activities 

Gorog 

Zarb 

HacAvoy/Schmults 

i 



MEMORANDUM FOR: 

FROM: 

SUBJECT: 

THE WHITE HOUSE 

WASHINGTON 

July 14, 1976 

THE ECONOMIC POLICY BOARD 

Paul MacAvo~~ 
Edward Schmult~~CJ.(For the DCRG) 

A Strategy for Determining the Effects of 
Federal Regulatory Activities 

For the past two years; public attention and concern has 
become more focused on federal regulatory activities. The 
Administration has initiated a broad program of legislative 
and administrative reform. Congress has initiated several 
special studies of regulatory activities, has held a wide 
variety of oversight and legislative hearings and has 

·enacted three major regulatory reform bills within the last 
year. 

Each initiative has made the public aware of a specific 
regulatory problem. But it has become increasingly apparent 
that there is a significant lack of knowledge on the effects 
of Government's regulatory functions on sectors of the 
economy and on consumers. Even the most basic budget and 
program information pertaining to regulatory functions is 
not collected, aggregated, and presented in a useable 

,.· ··'·· · .. : ........ fashion.·· The ·data: that does' ·exist :i:s· fragmentary an·d ·not 
comparable over any sustained period of time. In addition, 
most agencies fail to provide a systematic accounting of 
private sector costs that result from federal requirements. 

Proposed First Steps 

A number of steps could be taken over the next several months 
aimed at improving our understanding of regulatory impacts. 
We are seeking EPB concurrence on proceeding with the following 
efforts. 

& 
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Defining and Measuring Feder~! Regulatory Acti~ities 
in the Budget. 

The objective is a clearer understanding of what programs 
within the Federal Government are regulatory, how these 
programs work, the costs of administering them, their 
fin~ncing, and how they are enforced. The product would 
be a Special Report on Federal Regulatory Activities, 
which presents budget and program information in a 
useful way and analyzes selected issues. In addition to 
budgetary issues, the Report would give in-depth treat
ment to selected cross-cutting issues (e.g., enforcement 
techniques in the regulatory agencies, why we rely on 
public enforcement in some areas and private enforcement 
in others). The Report could be available shortly after 
the 1978 Budget is submitted. 

2. Improving Economic Analysis for Decision-Making. 

We must devote more efforts to improving the use of 
rigorous economic analysis for decision-making-
starting with the Infl ation Impact Statement evaluation 
to be completed by OMB and CWPS this fall. See outline 

. . and timetable at Tab A. .This evaluation will deal with 
.,.,·•t·· .. ;..::=-.-~,~ •• ·. ! . .> .. ,:t:):le..-. q\~:al-ity.: , Q~-:.a:pa-ly.~:i.i .. s.:~n.Q.'..:.p·~p~;t~ .. ..,e.Jt.C?o~n.tel!;e . .Q·'.;·~n ·.-~····4-.~:.:-~;:,._!:-.\. ;,.~~--~ 

evaiuating prospective changes in policies as a result · 
of legislation o.r of rulemaking. It will also consider 

· · ··· "how agericies use ecortofuic ~nalysis Mln their ~egul~tory 
process. we· might also want to· prhpose to consider · · 

:';;.: ._.,,,_:,.: •. -\ ~·'· .;·•-...... 'fl?:_a~~ :t.~.d1. .J?~c:?R.a~~-~$_, . ~H.9g ;.-~ ~-=.-.P.~-~!=:-~~e,;~ ~ .. l:9.J.,.'. :r,:.~~~ fti:!W . .:: ,._ .;~ .... • x.=.:'l-=· .: ; .• ~ .... ,..,. ~- ..... . . . ··•········· .•:ol :tu ·es· r·an "refgula~l:ons.' -··· ..... ·- ,. '·· . .:• .-.·.· ·.: ... -:•·· ····· .. .:>;''·.··· r •• 

:.:. ·~:: •. ·· :-~ ~~ .,·: •. ~ :. A:: dec.~s;ion:. p·iiil?e.;:>on· -· ... tn·e- ·~iitur.C. ·, ci.j,-:t~cti~ps·; ··(;f. .:;pi:s;:\tili .::_~:~~ · -. ..::~.: -:.::.:~? 
.~-.: · '--' ... ·. : .. ·~:--:·'be -:avait~bie .. ·tor ncRG' ciria ':i:;.piJ'· 'j;e-view:··by .. t:h=e: ericf \;i _.. "": · ·· ... :-... ·: .. .- ··::: :..,: 
.. -: ·, .. , :... :.. . Nove.JIJ.b.(:lr.. A .~:res.idential oe.pi,sio~ .will. l;l~. soug.h,t . .. .. :·- . , . : .. ..-•:-

shortly thereafter. 

3. Analyzing the Economy-Wide Costs of Federal Regulatory 
Activities. 

Some major costs of regulation turn on interactions 
among various sectors and activities. For example, 
increased capital spending required by envi~onmental 
regulation tends to increase interest rates and certain 
prices and these changes in turn indirectly affect other 
parts of the economy. Furthermore, distortions 
produced by regulation in one sector tend to cause 
distortions in other sectors. 

. .. -· 
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There is a considerable amount of work now underway 
in the agencies on measuring the costs of regulation-
particularly in environmental, health, safety and 
energy regulation. These efforts will be much more 
useful if they are brought together to contribute to 
the task of describing t~e overall effects of regulation . 

Two sorts of additional work are needed. First, it is 
necessary to gradually build up a set of measures on 
the direct effects of regulation on various sectors of 
the economy. Second, it is necessary to establish a 
consistent procedure for showing how the direct effects 
on regulation affect the economy as a whole . The latter 
task requires the-use of a model which exhibits how 
various sectors of the economy interact and how employ
ment, GNP, inflation and other relevant aggregate 
variables are determined. Such models exist and have 
been used within the Government to study the effects of 

~i<d?'' '"":Jf!f,-.,;; ~-;~~~~;;~~~~~~~~~,~.~:~;.,~l}i,~~~-~~;;.~~;:..~.:::.::~~ "'·"''··· '"'~' 
These efforts, aimed at building a picture of the 
aggregate impact of regulation on the econ~my, would 

.;\-:~.~' .. _.·.· : ... :·~-:-be . .higlll,i$J.hted_in_a ch~ter f_?.f the 1971 EconQmic -Rei?cir-t . · . . · .... ,. ... ~ ~: . :~ ~ ~ ... ,.,~.,. ·· ·eta:tb'· ... ·th~ ~fe~~~i'i~~:te.-.1xit~ . .,~,~""·.;. : .... , .. _ .. ·.'·.~:-.- ~-~: ~·1'\o\~.·.,:•·., .. \,:..,.~ ~: ···:!:~..._,. #~ .:'~:.~-·; ·~.:~-.·-:r·r•:.~ ~.;..-.... , .. _ .. ';·:·-~ ....... .. ...,.;:·~-:~~~:·.· 

, .- .. '· · · · 4; ·. · 'Encouraging· Other· Re·s·e·ar·ch· a·nd Aha1yt±·caT Act-ivities. - · .··· . · 

• · · . Related to .these analytical efforts, more attention 
·/~-:;:.,;-.:~;,.'i;·~~f.;·-:.;,:~:-~··,;~ .:;rieed·s~ -~~ti ·· be~···'tji~.n ·· t6(···-tlie·;;,~thriQ.61.0gl~s,~.:an(l;;·.prGblems~--: _,;~ ~- .:~~.:.~,.'.~r:o-)..·•-;, 

being encountered in various industry-ievel studies 
·.;.;t.: !; ·-:·~· .. ::.::~ .. :::_;·~'· ·,~ -..··=~?W: _·:~~~?~ay ·iJ?._ ~1?:-~ :}~c:f~!'tt;~~s~: ·.:: !4~~-e:·~~\l~i.~~- ,~r~:· ... · ,·· · .. _. >.:..~_.:· ;~t~: ·_; .~: 

·.: . · . • .. ..... ' -~~ten~e4- l}o-t:_:-.OQ.+Y · .. :t?_ .:in<;;t:ea.s·e ·_.p\l~~-1...~ :a~.a~~n~s.s· ~<!~·-.. 't:~~~ -:.·>:, ~ ;': ;:: .. 

;.!~·,.~.~>t.:,·~~,, ...• !~·~;\::·:1~-£~"i~{~~~;-~·~ft.i~r~a~~- ··!,~:a.~:51~ie.·~·~·fci1l~·~r~:~8-€e~~faf ~- .,..\; .. '~ 1~·--\·~,-~:~ 
conflicts between regulations. 

There is also a need to link these in-house efforts to 
research activities outside the Government, determine 
what division of effort should be made between the 
Government and the academic community, and begin to 
better order our overall priorities for economic 
research in this area. 

.. -· 




























